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Exchange rates have fluctuated widely over the past few years. 


KEY ECONOMIC INDICATORS 


Macro Economic Indicators 
Gross domestic product 
Per Capita GDP 1_/ 
Wholesale price index 
Money 

Domestic Credit 


Interest rate (development bank) 


Net Foreign Assets 
Budget Receipts 2_/ 
Budget Expenditures 
Budget Deficit 
Capital Investment 


Foreign Trade 


Imports 
Exports 
Trade Deficit 


Commodity Production 


Diamond Production 
Diamond exports 
Diamond export value 
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Robusta Coffee Production 
Robusta Coffee export value 
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Tobacco Production 
Tobacco export value 
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Sawn Lumber exports 
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For comparative 
purposes a single rate $1-225 CFA has been used for all the figures below. 
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525,024 583,361 NA 
90,522 100,580 NA 
131,734 154,982 NA 
59,824 70,382 NA 


NA: Not Available - e: estimated - * July 1975 - 1/ Per Capita income figure 
based on population of 2.2 million. 2/ 1975 budget as published was balanced 


at $81.7 million. 





SUMMARY 


1975 was year of minimal economic growth in the Central African Republic as 
agricultural production and timber exports failed to meet expectations. 
Internal, external and climatic factors all played a role in the unsatisfactory 
performance. In spite of the poor year the basic building blocks for a success- 
ful economy exist. The CAR is blessed with abundant natural resources in the 
form of mineral deposits, agricultural land, and a vast tropical rain forest. 
Severely hampered in the development of these resources by its landlocked posi- 
tion hundreds of miles from the sea, the nation has nonetheless begun the pro- 
cess of modernization and development. It looks to foreign donors, investors 
and businessmen to aid in this process. 


The government of the Central African Republic (GOCAR) continued to play an 
active role in the day to day management of the nation's economy in 1975 with 
price controls, tighter supervision of businesses and business practices and 
retroactive tax increases. Several Government-owned companies were created 
with the assets of private companies which were nationalized or otherwise taken 
over by the state. In February 1976 a new ministry was created in order to 
supervise these semi-autonomous government firms. 


The long-range economic potential of the CAR is good. Plans for the exploita- 

tion of the Bakouma uranium deposit are well advanced, many diamonds remain to 

be found and ecological conditions are favorable for the expansion of agricul- 
ture. The nation's timber reserves are just beginning to be exploited and the 

recent discovery of the Bangui Magnetic Anomaly has renewed foreign interest in 
the CAR's mineral resources. 


On January 1, 1976, in conjunction with four neighboring states, the Central 
African Republic established a single external tariff thus abolishing the dis- 
criminatory tariff against American products. Despite this important step 
towards trade liberalization, obstacles continue to limit U.S. business expansion 
in this small market. Few American businessmen exhibit interest in this under- 
developed, isolated and sparsely populated country. Transportation problems, 

the language barrier and the CAR's close ties to France also limit U.S. commercial 
access. However, opportunities exist for more American sales and investment. 
American products and know-how are respected and innovative businessmen willir 
to work within the existing commercial structure should be able to expand their 
activities. 


CURRENT ECONOMIC SITUATION AND TRENDS 


Mining & Minerals 


In 1975 diamond production continued the recent downward trend with production 
of about 340,000 carats and exports of 337,671 carats, a decrease of 3% from 
the 350,000 carats produced in 1974 and well below the 524,000 carats of 1972. 
Prices for 1975 diamonds were very good as the production netted $14.7 million 
(3.298 billion CFA) accounting for approximately 21% of the nation's foreign 
exchange earnings. 





It is anticipated that diamond production will continue the downward curve in 
1976 as legal difficulties between the major diamond mining company, SCED, 
(Societe Centrafricaine d'Exploitation Diamantifere) and the Central African 
Government have caused the former temporarily to cease its operations. SCED 

was formed in late 1973 by an American company, Diamond Distributors Interna- 
tional, the Canadian Mining Company (COMINCO) and the government of the Central 
African Republic to mechanize mining and dredging operations and to provide 
technical assistance to art:sanal diggers. SCED's legal difficulties stem from 
questions regarding the company's status under the investment and tax code. Even 
if its differences with the Government are resolved in the immediate future, much 
valuable production time will have been lost. 


In June 1975, the government of the Central African Republic and the French 

Atomic Energy Commision (CEA) joined the Aluminum Company of Switzerland (Alusuisse) 
in forming a local company called Societe d'Uranium Centrafricain, URCA, in order 
to exploit the uranium deposits at Bakouma. The Bakouma deposits contain about 
20,000 tons of uranium metal valued at up to $300 million, Although full commer- 
cial operations are still some years in the future, planning and construction 

are already well underway. 


Alusuisse will shortly begin conversion operations, ore to metal, at their pilot 
factory in France in order to prove tlhe new technology specially developed for the 
processing of high phosphate uranium ore. This testing will be important for the 
final design of the metallurgy plant which will be built at Bakouma. Once commer- 
cial mining begins uranium exports should contribute substantially to the CAR's 
export earnings. 


Shell and the American Continental Oil Company (CONOCO) are continuing a series 
of seismological oil research tests in the northeastern CAR. Although the possi- 
bility for oil exists in the CAR, exploration is still in a preliminary stage 
and no test wells have been drilled. 


Using data gathered from the POGO satellite series, geophysicists from the U.S. 
Geological Survey (USGS) discovered a large magnetic anomaly in the earth's crust 
centered in the Central African Republic. The publicity surrounding this discovery 
and the possible economic consequences should the anomaly turn out to be caused 

by exploitable ferrous rocks and ores has focused much attention on the mineral 
resources of the C.A.R. A USGS team visited the C.A.R. in January 1976 in 

order to study the phenomenon, refine magnetic measurements, and take rock sam- 
ples. They hope to arrive at a detailed interpretation of this important scien- 
tific discovery before the end of 1976. 


Known deposits of iron exist at Bembi and Bogoin as well as unproven quantities 
of copper, bauxite and limestone in other parts of the country. Much exploration 
needs to be done before the reserves can be reliably estimated. Partially as a 
result of publicity associated with the discovery of the Bangui Anomaly, the oft- 
postponed UN minerals survey of the C.A.R. is now scheduled to begin in 1976. 





Industrial Sector Stagnant 


The industrial sector in the CAR is small, ranging from artisan workshops to 

the textile complex of the ex-Industrie Cotonniere Centrafricaine (ICCA) which 
employed 1200 workers. ICCA went bankrupt in August 1975 and terminated its 
operations. All its property and equipment went into receivership. In Febru- 
ary 1976, the Government announced the takeover of ICCA's assets according .to 

the provisions of the investment code and the creation of a new government-owned 
corporation, Industrie Centrafricaine de Textile (ICAT), to run the textile plant. 


ICCA's problems were caused by outdated and poorly maintained machinery and its 
inability to secure a constant supply of cotton. It is not certain that the 
new company will be able to surmount these problems and produce cloth regularly 
and profitably. 


Most of the CAR's industries are producing import substitutes or transforming 
agricultural or timber products into semi-finished products. The textile, soap, 
cigarette and vegetable oil processing industries have been instrumental in 
helping to reduce imports in these categories. 


Food processing, manufacturing and assembling plants have liberal access to the 
four-nation UDEAC market (Central African Customs & Economic Union - Cameroon, 
Congo, Gabon and CAR; Chad, a former member,is expected to re-join in 1976). 
Thus the combined market for manufactured items totals about 12 million persons. 


The nation has long-term plans to build an instant coffee plant, a flashlight 
battery factory, an automobile battery factory and a cement plant. There are 
ample investment opportunities in small industries of a similar nature. 


Energy - New Hydroelectric Station Inaugurated 


In February 1976, the CAR officially opened the Yugoslav built and financed 
hydroelectric complex called Boali II. Located on the Mpoko river about sixty 
miles from Bangui, Boali II consists of nine generators rated at 5,000 kilowatts 
and capable of producing 70 million kilowatt hours per annum. The new station 
which effectively doubles the nation's electrical output will also permit foreign 
exchange savings due to the reduction of fuel imports as the thermal generators 
in Bangui are shut down. 


Since the expropriation of the petroleum sector (including two American companies) 
in May 1974 the GOCAR-owned oil company, Centra-Hydro, has experienced difficul- 
ties in arranging for the transportation of petroleum supplies and the purchase 

of lubricants. Most of these initial procurement problems now seem to be over- 

come and distribution should become more regular. However, as petroleum products 
must be imported by river during the high water season, July to December, occasional 
shortfalls and distribution problems will probably continue. 


The compensation issue between the American companies and the government of the 
Central African Republic has not yet been settled although preliminary discussions 
are underway. 





Timber - World Recession Chops Timber Exports 


Hard hit by the world economic recession the CAR's timber exports fell by more 
than 50% between 1973 and 1975 thus slicing off a good portion of the nation's 
foreign exchange earnings and contributing significantly to the balance of pay- 
ments deficit. The worldwide recession has sharply curtailed the European 
demand for wood (the CAR's principal market) thus creating lower prices which 
Central African producers cannot meet. Due to the high transport component 

in the price of CAR forestry products, its exports are among the most marginal 
and quickly become unprofitable as prices decline. 


During what is hopefully only an export lull, the fifteen forestry companies 
have continued their investment in local infrastructure, augmenting their 
capacity to transform timber into finished wood products such as lumber, plywood 
and veneer. Two new plywood factories are scheduled for completion in 1976. 


Transportation problems and bottlenecks continue to plague this bulk export 
industry which depends on the 1200 mile long export route by river to Brazzaville, 
Congosthen by rail to Pointe Noire on the Atlantic Ocean. The tremendous increase 
in freight tonnage in recent years on this route has simply overwhelmed the 
transportation system. During the past year much of the accumulated backlog 

has been eliminated, but major relief will not come before the second line of 

the Brazzaville-Pointe Noire railroad is finished in 1978. 


Transportation: Railroad Bangui/Ocean 


As a landlocked nation in the heart of Africa mch of the CAR's future economic 
growth and development hinges on improving its transport links to the outside 
world. Currently dependent on seasonal river transport and laterite roads, 
President Bokassa's government is intensely interested in the construction of 
@ railroad from Bangui to the Atlantic Ocean. Several studies of the proposed 
rail line have been completed and the most likely route would be due west from 
Bangui through the tropical rain forest to connect with the TransCameroonian 
railroad in southern Cameroon near Yaounde. Although there are serious questions 
still to be answered regarding the economic viability of such a railroad, the 
French government has indicated its willingness to lead a consortium to find 
financing for the project. 


With the assistance of the European Development Fund, France and West Germany, 
the CAR company in charge of river transport, ACCF (Agence Centrafricaine des 
Communications Fluviales), has augmented the river fleet, dredged channels and 
improved ports. French technical and management personnel are now working with 
ACCF in an attempt to increase the efficiency of the organization to allow for 
maximum utilization of resources. 


Eight hundred and ten miles of the TransAfrican highway lie in the Central 
African Republic. One hundred and thirteen miles of this road are paved and 
the rest is of an acceptable quality of laterite during most of the year although 





ian 


it does deteriorate in the rainy season. Plans and surveys are underway which 
might lead to the paving of additional sections of this important east-west 
road. 


Tourism: Wild Game Abounds 


The Central African Republic is one of the last remaining great wildlife 
refuges of the world. The eastern half of the CAR which has hardly any human 
population abounds in wild game of all types including enormous herds of ele- 
phants. An adequate infrastructure of hotels, game lodges and roads does not 
yet exist. Consequently, tourism is limited to hunting by professional guides 
and their clients. The government is promoting development of the game areas 
and has recently begun a project to revitalize the national park system with 
assistance from Peace Corps volunteers. It is hoped that these areas can be 
developed for group tourists in coming years. 


A luxury 500-bed hotel is currently under construction in Bangui with South 
African financing and may be completed in 1976. 


Inflation 


The rampant inflation that characterized 1974 in the CAR abated somewhat in 1975 
dropping from 20% to about 8% on the wholesale index. Government price controls 
and the fact that prices in many cases reached levels beyond the demand curve 
are partially responsible for the lower rate. The extremely high inflation rate 
in 1974 was primarily the effect of petroleum price increases being transferred 
through the commercial system to consumers. 


Govermment Finances 


The CAR's 1975 budget foresaw a balance of receipts and expenditures at $81.7 
million. Although revenue expectations were not met, better control of expendi- 
tures made the 1975 budget more realistic than its immediate prececessors. The 
deficit in 1975 was about $10 million. Preliminary figures for 1976 indicate 
that the government hopes for a balanced budget at $92.2 million, an increase of 
gy over 1975 forecasts. It is doubtful if the revenue expectations will be 
achieved in 1976 and a budget deficit is probable. 


The contemporary world economic situation with rising prices for industrial 
goods and fuels and relatively stable prices for primary materials has augmented 
the already serious indigenous financial problems of the GOCAR. The government 
has had difficulty in attracting development and other loans to the public sec- 
tor particularly because of a persistent liquidity crisis which has retarded 
repayments. 


In absence of an austerity budget and improved resource mobilization practices, 
the CAR's financial situation is unlikely to improve in the near future. 


Trade and Balance of Payments 


The CAR's four most important exports are cotton, coffee, timber and diamonds. 
In 1974, the last year for which statistics are available, these exports had 


a value of $70.64 million. Import costs in 1974 increased 30% overall to $89.17 
million with petroleum products up $5.62 million from 1973, an increase of 95%, 





leaving a trade deficit of $18.53 million. This trade deficit continued in 1975 
and was responsible for the balance of payments deficit of about $6 million. In 
February 1975 the GOCAR obtained SDR 5.1 million in compensatory financing from 
the International Monetary Fund to offset this deficit. 


Reduced cotton and diamond production in 1976 does not augur well for foreign 
exchange earnings and a deficit of $8 to $10 million is foreseen for the current 
year. 


The Central African Republic's principal trading partner is France which accounts 
for about 60% of the CAR's imports and nearly 50% of its exports. Of lesser 
importance are other European Community nations, Yugoslavia, Japan, Gabon and the 
United States. In 1974 the United States purchased about $7 million worth of 
gem and industrial diamonds from the CAR. 


IMPLICATIONS FOR THE UNITED STATES 


Foreign Investment Policy 


The investment code of the Central African Republic is quite liberal and ascribes 
special tax and tariff benefits to foreigners who wish to participate in the 
economic development of the nation. New investment is sought both to further the 
economic and social growth of the nation and to lessen dependence on traditional 
French businesses. Labor costs are low and in joint venture arrangements, the 
government can be expected to provide inputs such as land and utilities, American 
management and technology is widely admired and the GOCAR especially hopes to 
attract some U.S. companies to the expanding minerals sector. In addition to 
mining, investment possibilities exist in agri-business, cattle ranching, food 
processing, tourism, manufacturing and assembling. 


During the past several years GOCAR investment policies have not been entirely 
consistent with their practices as nationalizations, expropriations and revoca- 

tion of concessionary rights and tax advantages have occurred. A nationalization 
dispute which began with the expropriation of the subsidiaries of two American 
petroleum companies has not yet been resolved although preliminary discussions 

have finally begun. There are also unresolved investment operation and tax 
questions regarding several other companies, both French and American. Potential 
investors should ascertain that all parties to an investment contract clearly 
understand the duties, rights and obligations which have been agreed upon. OPIC's 
political risk insurance can be issued for direct investment and engineering/ 
construction projects. A U.S.-CAR agreement on investment guarantees has been 

in effect since January 1, 1965. The Ministry of Plan, International Cooperation 

and Statistics is the principal GOCAR agency handling new investments, but following 
initial contact most of the substantive discussions are held on an inter-ministerial 
basis with the pertinent ministries. 


Due to the precarious financial position of the country, the securing of adequate 
financing for investment projects is difficult. There are no local institutions 
capable of undertaking activities in this area and large multinational organiza- 
tions such as the World Bank have limited their loans. ‘Thus most financing must 
be arranged privately. Investors should therefore investigate possible financial 
arrangements for their proposals prior to extensive discussions with the GOCAR. 





Agricultural Development 


Despite the return to normal rainfall patterns throughout the country following 
the drought years of 1973 and 1974, agricultural production decreased in 1975. 
The 1975-76 cotton crop was especially hard hit. Preliminary figures indicate 
that only 38,000 tons were produced, the lowest level since 1966. The low 
production resulted partially from the late rains which provided additional 
moisture conducive to the proliferation of insects and disease just as the 
cotton was most susceptible to these pests. Improper application of insecticide 
and fertilizer also contributed to low production levels. Significant differences 
between promised prices and paid prices coupled with marketing difficulties over 
the past two years have combined to reduce farmers’ incentives to grow more than 
the minimum required acreage. 


Coffee production has remained fairly consistent over the past several years 
with 1975 production estimated at 11,000 tons with an export value of $11.3 
million. 


With the construction of a cigarette factory in 1972 tobacco has become 
increasingly important as a cash crop. Production reached 2,000 tons in 1975, 
an increase of 28% over the 1974 total of 1,435 tons. In addition to providing 
the raw material for local cigarettes, tobacco leaves are exported largely 


to the U.S. for use as cigar wrapping. As the tobacco purchasing company, FCAT, 
expands its operations, additional growth should be registered in this sector in 
1976. 


The deteriorating agricultural situation was also evident in reduced levels of 
food production. Crops such as peanuts, rice and maize have suffered from disease 
and seed degeneration over the past several years. New and resistant varieties 
are badly needed. With FAO and USAID assistance, research efforts and the selec- 
tion and multiplication of improved varieties have been intensified. The full 
impact of improved seeds will not be felt for several more years. In addition 

to climatic, genetic and disease problems the development of the food crop sector 
is hampered by the lack of a reliable marketing system. Although the country 
remains basically self-sufficient in food, very little food is produced for export. 
Food imports are principally luxury items for consumption in the urban areas. 


The vast areas of unused arable crop land in the CAR offer great possibilities 
for agricultural expansion. However, the availability of labor, capital, roads, 
markets and communications have so far hindered development in this sector. 

The GOCAR with the assistance of multilateral and bilateral aid agencies is 
encouraging agricultural expansion and working to provide the needed infrastruc- 
ture. Foreign investment in large agribusiness schemes and agricultural develop- 
ment projects is sought. 





Sales Possibilities Increase 


With the elimination of the discriminatory tariff against U.S. goods on 

January 1, 1976, sales possibilities for U.S. goods improved considerably. A 
small market exists for items such as trucks, fertilizer, insecticides, seeds, 
agricultural and farm equipment. American timber handling and construction 
machinery are already in use in the CAR and are well respected. Outboard motors 
are quite popular. With the tariff reduction it is hoped that sales of consumer 
items such as canned goods, household goods, pharmaceuticals, beauty products 
and specialty clothing will grow. 


As the economy becomes increasingly controlled by state-owned companies such 

as UCCA (cotton purchasing and ginning), ACCF (river transport), Centra-Hydro 
(petroleum products), and ICFT (textiles), sales possibilities to these organi- 
zations increase commensurately. Often these organizations are anxious to diver- 
sify their sources of supply. 


In spite of the tariff equalization American goods remain at a disadvantage in 
this mini-market due to French control of the commercial system, local preferences 
for French goods, higher shipping charges and less frequent shipping from the 

U.S. to Africa. 


French is the official and business language in the CAR and very little English 
is spoken. Local businessmen have advised that non-French letters are generally 
not read. Firms sending representatives should expect to do business in French. 
Similarly, all documents to be used in a commercial or investment presentation 

to the government should be translated in French prior to arrival. The average 
cost for a local interpreter is $35 per day. 


To be successful in penetrating the CAR's small market and to provide for after- 
sales service, U.S. firms should try to establish their own local French-speaking 
representation. 


Americans are required to have visas to enter the CAR. Firms intending to send 
representatives especially for investment purposes should notify the CAR Embassy 
in Washington as far in advance as possible. Companies interested in the CAR 
can obtain further commercial information from the Departments of State and 
Commerce. 


Visiting American businessmen are invited to stop at the Embassy in Bangui to 
obtain current information. 








INTERNATIONAL ECONOMIC INDICATORS 
AND COMPETITIVE TRENDS 


This important new periodical pro- @ Economic Prospects And Recent Trends 
vides comprehensive, up-to-date 

statistical information for the 

United States and its seven prin- @enanges in Key Competitive Indicators 
cipal industrial competitors — 

France, Federal Republic. of 
Germany, Italy, Netherlands, United 
Kingdom, Japan, and Canada. 


@ pasic Data For Indicators 


Data are presented in four sec- 
tions. @notes And Sources 


Internationa! Economic Indicators and Competitive Trends is a valuable reference for 
business analysts, economists and others who wish to assess the relative competitive 
position of the United States. Attractively presented tables, charts, and text provide 
a clear and easily readable source of the latest statistical information. It may be 
used for an overall view of international trends, or as a basis for more detailed anal- 
yses of the economic situation in the major industrial countries. 
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